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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Kansas City Kansas Community College

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and discretely
presented component unit of the Kansas City Kansas Community College (the College), as of and for the
years ended June 30, 2017 and 2016, and the related notes of the financial statements, which collectively
comprise the College’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those audits require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
The financial statements of Kansas City Kansas Community College Foundation were not audited in
accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion.
B E POSII+;§IVE-



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and discretely presented component unit of the
Kansas City Kansas Community College as of June 30, 2017, and 2016, and changes in financial
position and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 3-7 and 33-34, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express and opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the College’s basic financial statements. The accompanying supplemental schedule
of comparison of budgetary expenditures with appropriations and supplemental schedule of changes in
long term obligations, as listed in the table of contents, are presented for purposes of additional analysis
and is not a required part of the basic financial statements. Such information has not been subjected to
the auditing procedures applied by us in the audit of the basic financial statements, and accordingly, we
do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our reports, for the years
ended June 30, 2017 and 2016 dated November 14, 2017 on our consideration of the Kansas City
Kansas Community College’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Kansas City Kansas Community College’s internal
control over financial reporting and compliance.

Shawnee, KS
November 14, 2017
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KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Introduction

Management’s discussion and analysis is an overview of the financial position and financial activities of
Kansas City Kansas Community College (the College) for the fiscal years ended June 30, 2017 and June
30, 2016. The College’s management prepared this discussion. It should be read in conjunction with the
College’s combined financial statements and notes that follow. Management is responsible for the
objectivity and integrity of the accompanying financial statements and notes, and this discussion and
analysis as reported.

The College prepared the financial statements in accordance with Governmental Accounting Standards
Board (GASB) Statement No. 35, Basic Financial Statements — and Management's Discussion and
Analysis — for Public Colleges and Universities. GASB Statement No. 35 establishes standards for
external financial reporting for public colleges and universities and requires the financial statements be
presented on a consolidated basis to focus on the College as a whole.

There are three comparative financial statements presented: The Statements of Net Position; the
Statements of Revenues, Expenses, and Changes in Position; the Statements of Cash Flows. In
addition, the report also includes supplemental schedules as noted in the table of contents. The
emphasis of the discussion about the financial statements, and supplementary information is designed to
focus on current activities, resulting changes and currently known facts.

The financial reporting entity as defined by Generally Accepted Accounting Principles consists of the
College, as well as its discretely presented component unit; the Kansas City Kansas Community College
Foundation (the Foundation).

Statements of Net Position

The Statements of Net Position present the assets, liabilities, and net position of the College at June 30,
2017 and 2016. The purpose of the Statements of net position is to present a snapshot of the financial
condition of the College. Total net position, which is the difference between total assets and total
liabilities, is one of the indicators of the current financial condition of the College.

The assets and liabilities are categorized between current and noncurrent. Current assets and current
liabilities mature or become payable within the normal 12-month accounting cycle versus noncurrent
assets and liabilities which mature or become payable after 12 months. For example, at June 30, 2017
and 2016, the College’s current assets consist primarily of cash, short-term investments, property tax
receivables and other revenue related receivables, while noncurrent assets consist primarily of capital
assets. Capital assets are the property, plant, and equipment owned by the College.

Net position is presented in three major categories. The first is invested in Capital Assets, net of related
debt, which represents the College’'s equity in its property, plant, and equipment. The second is
Restricted, and the third is Unrestricted.

Restricted net position are funds that are limited in terms of the purpose and time for which the funds can
be spent. Restricted net position is further categorized between expendable and nonexpendable.
Restricted expendable net position, are net assets available to be spent by the College after externally
imposed stipulations have been fulfilled or after the passage of time. Restricted nonexpendable net
assets are endowments for which only the interest portion can be spent. The College had no restrlcted

nonexpendable net assets at June 30, 2017 and 2016.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Unrestricted net position, include net assets which are available to the College for any lawful purpose.
The following schedule is prepared from the College’s Statements of Net Position (pages 8-9), which are
presented on an accrual basis of accounting, whereby assets are capitalized and depreciated.

Condensed Statement of Net Position
As of June 30,
(Dollars in Millions)

Increase Percent
2017 2016 (Decrease) Change
Assets:
Current assets $ 324 $ 314 $ 1.0 3.2%
Noncurrent assets 56.6 59.1 (2.5) 4.2)%
Total Assets $ 890 $ 905 $ (1.5) (1.Y%
Liabilities:
Current liabilities $ 133 $ 158 $ (2.5) (15.8) %
Noncurrent liabilities 28.6 32.0 (3.4) (10.6) %
Total Liabilities $ 419 $ 478 $ (5.9) (12.3) %
Net Position:
Invested in capital assets,
net of related debt $ 269 $ 266 $ 3 1.1%
Restricted — expendable 0.1 0.1 0.0 0.0%
Unrestricted 20.1 16.0 4.1 256 %
Total Net Position $ 471 $ 427 $ 4.4 10.3 %

Total net position at June 30, 2017 increased to $47.1 million from $42.7 million at June 30, 2016. Net
Position, Invested in capital assets, net of related debt, increased by 5.4 million and net assets, restricted-
expendable, remained unchanged, and unrestricted decreased by $1.0 million. Total net position,
increased by $4.4 million during the period.

Current assets increased in part due to cost cutting measures. Non-current assets (capital items)
decreased slightly as no new significant assets were purchased and accumulated depreciation increased
as the result of major additions being placed into service last year.

The College has not entered into any long term debt obligations since March of 2014. Subsequently, for
the fiscal years since then (FYs 2015, 2016, and 2017), the College has made $9,009,820 in principal
payments which reduced the total of long term debt obligations outstanding from $38,574,820 at June 30,
2014 to $29,565,000 as of June 30, 2017. This has significantly strengthened the College’s financial
position, contributing to an increase in the College’s net positon, from $38.5 million at June 30, 2014 to
$47.1 million as of June 30, 2017.




KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Statements of Revenues, Expenses, and Changes in Net Position

The Statements of Revenues, Expenses, and Changes in Net Position present the College’s financial
results for the fiscal years ended June 30, 2017 and 2016. The statements include the College’s
revenues and expenses, both operating and non-operating.

Operating revenues and expenses are those for which the College directly exchanges goods and
services. Non-operating revenues and expenses are those that exclude specific, direct exchanges of
goods and services. County property tax revenue and state aid are two examples of non-operating
revenues where the local taxpayers and state legislature, respectively, do not directly receive goods and
services for the revenue.

The following summary is prepared from the College’s Statements of Revenues, Expenses, and Changes
in Net Position (page 11).

Summary of Revenues, Expenses, and Changes in Net Position
For the Years Ended June 30,
(Dollars in Millions)

Increase Percent

2017 2016 (Decrease) Change
Operating revenues $ 275 $ 277 $ (0.2) (0.7) %
Operating expenses 69.5 70.5 (1.0) (1.4 %
Operating gain/(loss) (42.0) (42.8) 0.8 (1.9) %
Non-operating revenues, net 46.4 45.1 1.3 29 %

Increase in net position 4.4 2.3 2.1 91.3%
Net position, beginning of year 42.7 40.4 2.3 57 %
Net position, end of year $ 4741 42.7 $ 4.4 103 %

One of the financial strengths of the College is the diverse stream of revenues that supplement its student
tuition and fees. The following summary is prepared from the College’s Statements of Revenues,
Expenses, and Changes in Net Position (page 11).

BE POSTIE +




KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Summary of Revenues
For the Years Ended June 30,
(Dollars in Millions)

Increase Percent
2017 2016 (Decrease) Change
Operating Revenues:
Student tuition and fees $ 130 $ 125 $ 0.5 4.0%
Grants and contracts 10.9 11.3 (0.4) (3.5)%
Auxiliary enterprise revenues 2.4 2.6 (0.2) (7.1Y%
Other operating revenues 1.2 1.3 (0.1) (7.1Y%
Total Operating Revenues $ 275 $ 277 $ (0.2) (0.7) %
Nonoperating Revenues (Expenses):
County property taxes $ 362 $ 349 $ 1.3 3.7%
State aid 11.3 11.4 (0.1) (0.9)%
Investment income 0.1 0.0 0.1 100.0 %
Interest on capital asset debt (1.2) (1.2) 0.0 0.0%
Total Nonoperation
Revenues (Expenses) $ 464 $ 451 $ 1.3 29%

The total operating expenses for the College for the years ended June 30, 2017 and 2016 were as
follows:

Summary of Operating Expenses
For the Years Ended June 30,
(Dollars in Millions)

Increase Percent
2017 2016 (Decrease) Change
Operating Expenses:

Salaries and benefits $ 403 $ 404 $ (0.1) (0.2) %
Supplies and services 13.2 13.5 (0.3) (2.2) %
Depreciation and amortization 4.1 4.3 (0.2) 4.7)%
Scholarship and financial aid 10.1 10.6 (0.5) (4.7)%
Other Operating Expenses 1.8 1.7 0.1 59 %
Total Operating Expenses $ 695 $ 705 $ (1.0) (1.4 %

The total operating expenses of the College by function for the years ended June 30, 2017 and 2016
were as follows:

BE P oOSTIE




KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Summary of Operating Expenses by
Functional Expenditure Classification
For the Years Ended June 30,
(Dollars in Millions)

Increase Percent
2017 2016 (Decrease) Change
Operating Expenses:

Instruction $ 292 $ 306 $ (1.4) (4.6)%
Research 0.1 0.2 (0.1) (50.0)%
Academic support 2.0 1.6 0.4 25.0%
Student services 6.3 6.0 0.3 5.0%
Institutional support 7.5 7.3 0.2 2.7 %
Student financial aid 10.1 10.6 (0.5) (4.7)%
Plant and maintenance 6.3 6.2 0.1 1.6 %
Auxiliary 3.9 3.7 0.2 54 %
Depreciation 4.1 4.3 (0.2) (4.1Y%
Total Operating Expenses $ 695 $§ 705 $ (1.0) (1.4)%

Combined Statements of Cash Flows

The Combined Statements of Cash Flows present information about the cash activity of the College. The
statements show the major sources and uses of cash. The following summary is prepared from the
College’s Combined Statements of Cash Flows (page 14).

Summary of Cash Flows
For the Years Ended June 30,
(Dollars in Millions)

Increase Percent
2017 2016 (Decrease) Change
Cash provided by (used in):
Operating activities $ (39.8) $ (37.9) $ (1.9) 5.0%
Noncapital financing activities 47.7 45.6 2.1 46 %
Capital and related financing
Activities (5.7) (6.0) 0.3 (5.0) %
Investment activities 0.1 0.0 0.1 100.0 %
Net Change in Cash 23 1.7 0.6 353 %
Cash, beginning of year 16.6 14.9 1.7 11.4%
Cash, end of year $ 188 $ 16.6 $ 2.2 13.3 %




KANSAS CITY KANSAS COMMUNITY COLLEGE
MANAGEMENT’'S DISCUSSION AND ANALYSIS
Years Ended June 30, 2017 and 2016

Economic Qutlook

The economic outlook for institutions of higher education remains challenging nationally based on trends
which include changing student demographics, the digitization of classrooms and costs associated with
providing accredited higher education to students. Additionally, the College faces ongoing funding
challenges in relation to state aid as provided by the State of Kansas. State aid currently represents
approximately 15% of revenues to the College. Locally, we are seeing slightly stronger economic
characteristics visible through increased sales tax collections and slight growth of the assessed valuation
of local property taxes. Revenue provided by students has increased approximately 3% for the current
fiscal year. In aggregate, revenue to the College was up $1.1 million in the current period and is
forecasted to remain stable for the 2017-2018 school year. Student activities are anticipated to grow in
certain areas including technical education in which the College has recently invested significant
resources.

The College measures student enroliment by enrolled credit hours which increased slightly by 2.6%
during the 2016-2017 school year. The College has implemented various cost controls to limit increased
spending which include 1) improved budgeting processes, 2) reduced expenses associated with certain
post-retirement benefits, 3) improved technology to track and measure underlying student and faculty
activities, and 4) realignment of campus locations and buildings including our campus in Leavenworth
Kansas. For the year just ended the College produced an increase in net position of $4.4 million dollars
as a partial result of these strategies.

BE P OS If -




KANSAS CITY KANSAS COMMUNITY COLLEGE
STATEMENTS OF NET POSITION
June 30, 2017 and 2016

2017 2016
Assets:
Current assets -
Cash and temporary investments $ 18,831,905 $ 16,571,669
Investments 3,697,108 3,563,671
Student, tuition and grants receivable, net of allowance for
uncollectible amount of $3,430,000 and $2,870,000, respectively. 5,798,199 6,002,692
Taxes receivables 3,300,000 3,787,262
Inventory 854,660 1,186,104
Prepaid expenses - 299,315
Total Current Assets 32,381,872 31,410,713
Noncurrent Assets -
Refinancing expenses, net of accumulated amortization
of $624,309 for 2017 and $591,119 for 2016 95,691 128,881
Capital assets not being depreciated 1,242,977 2,098,801
Capital assets, being depreciated 108,496,728 105,999,892
Less accumulated depreciation (53,223,734) (49,103,677)
Total noncurrent assets 56,611,662 59,123,897
Total assets $ 88,993,534 $ 90,534,610

The accompanying notes are an

integral part of these statements. B E P oS I .
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KANSAS CITY KANSAS COMMUNITY COLLEGE
STATEMENTS OF NET POSITION
June 30, 2017 and 2016

2017 2016
Liabilities:
Current Liabilities
Accounts payable - 219,773 1,059,637
Accrued compensated absences 2,829,382 2,878,166
Accrued interest 211,233 230,990
Accrued payroll 1,270,000 2,145,861
Funds held for others 1,664,350 1,948,149
Unearned revenue 3,492,231 3,711,131
Current portion of early retirement payable 775,167 922,628
Current portion of certificates of participation/ bonds payable 340,000 330,000
Current portion of loan payable - 259,468
Current portion of certification of 2,440,000 -
participation-capital lease obligations - 2,355,000
Total Current Liabilities 13,242,136 15,840,930
Noncurrent Liabilities -
Early retirement payable 1,837,865 2,388,634
Certificates of Participation/Bonds payable 705,000 1,045,000
Certification of participation-capital lease obligation 26,080,000 28,520,000
Total Noncurrent Liabilities 28,622,865 31,953,634
Total Liabilities 41,865,001 47,794,564
Net Position
Invested In Capital Assets, net of related debt: 26,950,971 26,614,429
Restricted, expendable for -
Capital projects - -
Debt service 95,691 128,881
Unrestricted 20,081,871 15,996,736
Total Net Position 47,128,533 42,740,046

Total Liabilities and Net Position $ 88,993,534 $ 90,534,610

The accompanying notes are an
integral part of these statements.
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KANSAS CITY KANSAS COMMUNITY
COLLEGE FOUNDATION

(A COMPONENT UNIT OF KANSAS CITY, KANSAS COMMUNITY COLLEGE)

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2017 AND 2016

ASSETS
2017 2016
Cash and Cash Equivalents $ 428,041 $ 295,042
Investments 454,981 427,881
Accounts Receivable - 21,600
Total Assets $ 883,022 § 744,523
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ - $ 11,351
Deposits held for others 5,000 31,592
Total Liabilities 5,000 42,943
Net Assets:
Permanently restricted 95,000 95,000
Temporarily restricted 561,643 501,975
Unrestricted 221,379 104,605
Total Net Assets 878,022 701,580
Total Liabilities and Net Assets $ 883,022 § 744,523

The accompanying notes are an integral part of these statements

-11-
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KANSAS CITY KANSAS COMMUNITY COLLEGE

STATEMENTS OF REVENUES,

EXPENSES AND CHANGES IN NET POSITION

June 30, 2017 and 2016

2017 2016
Operating revenues:
Student tuition and fees $ 12,971,962 12,559,965
Federal grants and contracts 10,030,973 10,262,405
State grants and contracts 573,114 680,953
Gifts, grants, and contracts 323,590 393,607
Aucxilliary enterprise revenue 2,359,762 2,552,099
Other operating revenue 1,214,630 1,267,139
Total operating revenues 27,474,031 27,716,168
Operating expenses:
Salaries 33,538,955 34,391,882
Benefits 6,752,810 6,020,671
Contractual services 1,641,905 1,632,867
Supplies and other operating expenses 11,535,881 11,851,235
Utilities 1,568,356 1,687,415
Repairs and maintenance to plant 229,747 109,450
Scholarships and financial aid 10,126,611 10,630,404
Depreciation and amortization 4,120,057 4,260,400
Total operating expenses 69,514,322 70,484,324
Operating loss (42,040,291) (42,768,156)
Nonoperating revenues (expenses):
County property taxes 36,162,027 34,860,518
State aid 11,315,165 11,395,274
Investment income 96,713 38,904
Interest expense on capital asset debt (1,145,357) (1,216,783)
Total nonoperating revenues 46,428,548 45,077,913
Increase in net position 4,388,257 2,309,757
Net position, beginning of year 42,740,046 40,430,289
Net position, end of year $ 47,128,303 $ 42,740,046
The accompanying notes are an
integral part of these statements. .
B E P O S I|
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(A COMPONENT UNIT OF KANSAS CITY, KANSAS COMMUNITY COLLEGE)

KANSAS CITY KANSAS COMMUNITY
COLLEGE FOUNDATION

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2017
Temporarily Permanently
Unrestricted Restricted Restricted Total

Support and Revenue:

Contributions $ 149,592 $ 327,100 $ - $ 476,692

In-kind contributions (Note M) 244,838 - - 244,838

Unrealized gain on investments 20,821 - - 20,821

Realized loss on investments (2,250) - - (2,250)

interest and dividend income 4,950 - - 4,950

Net assets released from restrictions 267,432 (267,432) - -

Total Revenues and Other Support 685,383 59,668 - 745,051

Expenses:

Scholarships 273,551 - - 273,551

In-kind expenses (Note M) 244 838 - - 244,838

Fundraising 19,403 - - 19,403

General and administrative 30,817 - - 30,817

Total Expenses 568,609 - - 568,609

Change in Net Assets 116,774 59,668 - 176,442
Net Assets, beginning of year 104,605 501,975 95,000 701,580
Net Assets, end of year $ 221379 $ 561643 $ 95000 $ 878,022

The accompanying notes are an integral part of these Igtatéament‘g. < T f
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KANSAS CITY KANSAS COMMUNITY
COLLEGE FOUNDATION
(A COMPONENT UNIT OF KANSAS CITY, KANSAS COMMUNITY COLLEGE)
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2016

Temporarily Permanently

Unrestricted Restricted Restricted Total
Support and Revenue:
Contributions $ 108,102 $ 295968 §$ - $ 404,070
In-kind contributions (Note M) 105,000 - - 105,000
Unrealized loss on investments (853) - - (853)
Realized gain on investments 6,596 - - 6,596
Interest and dividend income 8,789 - - 8,789
Net assets released from restrictions 235,376 (235,376) - -
Total Revenues and Other Support 463,010 60,592 - 523,602
Expenses:
Scholarships 286,858 - - 286,858
In-kind expenses (Note M) 105,000 - - 105,000
Fundraising 59,292 - - 59,292
General and administrative 22,050 - - 22,050
Total Expenses 473,200 - - 473,200
Change in Net Assets (10,190) 60,592 - 50,402
Net Assets, beginning of year 114,795 441,383 95,000 651,178
Net Assets, end of year $ 104605 $ 501975 $§ 95000 $ 701,580

The accompanying notes are an integral part of thesegta}__emen}?. 0 S I
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KANSAS CITY KANSAS COMMUNITY COLLEGE
COMBINED STATEMENTS OF CASH FLOWS

June 30, 2017 and 2016

Cash flows from operating activities:

Student tuition & fees

Grants and contracts

Cash received from customers
Payments to employees
Payments to suppliers
Scholarships and financial aid
Employee benefits

Other Receipts

Net cash used in operating activities

Cash flows from noncapital financing activities:

County property taxes
State aid
Funds held for others

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Purchase of capital assets & Construction in Progress
Principal and interest paid on bonds payable

Bond Escrow

Principal on capital leases

KBOR Loan Payment

Interest Payments

Net cash used in capital and related financing activities

Cash flows from investing activities:

Interest on investments
Investments (purchased) redeemed

Net cash provided in investing activities

Net increase(decrease) in cash

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

SUPPLEMENTAL DISCLOSURES

No items were recorded as donated to the College during the

fiscal year ended June 30, 2017 and 2016

(33,538,955)
(16,136,958)
(10,126,611)

2017 2016
$ 12,233,704 $ 12,362,223
10,927,677 11,343,967
2,359,762 2,552,099

(34,391,882)
(14,415,943)
(10,630,403)

(6,752,810) (6,020,671)
1,214,705 1,267,139
(39,819,486) (37,933,471)
36,649,290 34,273,255
11,315,165 11,395,274
(283,799) (48,889)
47,680,656 45,619,640
(1,641,012) (1,918,449)
(330,000) (325,000)

- 258,411
(2,355,000) (2,275,000)
(259,468) (577,676)
(1,112,167) (1,180,236)
(5,697,647) (6,017,950)
96,713 27,219

- 11,685

96,713 38,904
2,260,236 1,707,123
16,571,669 14,864,546

$ 18,831,905 16,571,669

The accompanying notes are an

integral part of these statements.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE A — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Kansas City Kansas Community College (the “College”), a municipal corporation, was organized in 1923
and is governed pursuant to provisions of the Kansas State Statutes by a seven-member board of
trustees. The College's service area is located in Wyandotte and Leavenworth Counties, including the
Kansas City, Kansas metropolitan area.

The College is a public two-year community college and was established to provide associate degree
programs in various professional and technical fields. In July, 2009 the College assumed operational
control of the Kansas City Area Technical School (ATS) from USD 500, Kansas City, Kansas. The
merger of the technical programs at the ATS was a result of legislation passed by the Kansas legislature.
The College renamed ATS the KCKCC Technical Education Center (TEC) and now controls all
curriculum, administration, and fiscal processes. The College is fully accredited by the North Central
Association of Colleges and Schools.

Reporting Entity - As defined by accounting principles generally accepted in the United States of
America established by GASB, the financial reporting entity consists of the College, as well as its
discretely presented component unit, the Kansas City Kansas Community College Foundation (the
Foundation).

Discretely Presented Component Unit - The Foundation is considered to be a related organization to the
College. The Foundation is a legally separate, tax-exempt organization formed in 1977 that acts primarily
as a fund-raising organization to supplement the resources that are available to the College and its
students. Although the College does not control the timing or amount of receipts from the Foundation, the
majority of resources, or income thereon that the Foundation holds and invests, are directed to the
activities of the College and its students by the donors. Management has determined that based on a
review of guidelines promulgated by the Government Accounting Standards Board, the Foundation be
included in the College’s financial report and statements as a discreetly presented component unit. In
addition, the College has elected to present separate financial statements to provide the reader with
detailed information regarding the Foundation.

The financial statements of the Foundation are prepared in accordance with generally accepted
accounting principles (GAAP) for the year ended June 30, 2017, and 2016. The Foundation is a not-for-
profit organization that reports its financial results under FASB standards. Most significant to the
Foundation’s operations and reporting model are FASB Codification ASC 958, Not-for-Profit Entities, and
FASB Codification ASC 958-605, Revenue Recognition — Contributions Received. As such, certain
revenue recognition criteria and presentation features are different from GASB revenue recognition
criteria and presentation features. No modifications have been made to the Foundation’s financial
information in the College’s financial reporting entity for these differences; however significant note
disclosures (see Note M) to the Foundation’s financial statements have been incorporated into the
College’s notes to the financial statements.

Financial statements for the Foundation may be obtained by contacting the Foundation.

BE PoOSTIE
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE A — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - The accounting
policies of the College conform to accounting principles generally accepted in the United States as
applicable to colleges and universities. The College reports are based on all applicable GASB
pronouncements as well as applicable Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Review Boards of the Committee
on Accounting Procedure issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements. The following is a summary of the more significant policies.

In December 1998, GASB released Statement No. 33, Accounting and Financial Reporting for Non-
exchange Transactions, which revised reporting of property tax revenue. In November 1999, the GASB
approved Statement No. 34, Basic Financial Statements — and Management'’s Discussion and Analysis —
for State and Local Governments, followed by Statement No. 35, Basic Financial Statements — and the
Management'’s Discussion and Analysis — for Public Colleges and Universities. The College, as required,
has implemented these changes in past years. The change in financial statement presentation provides
a comprehensive one-line look at the total college and requires capitalization of assets and recording of
depreciation. The significant changes made in order to comply with the new requirements were
elimination of internal revenue and expense charges, recording scholarship credit to student accounts as
tuition and fee allowances, removal of capital related items from revenues and expenses, recording of
depreciation, reporting summer school revenue and expense between fiscal years rather than in one
fiscal year, and the recording of property tax revenues on an accrual basis rather than on a modified
accrual basis.

The College’s combined financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.

The College maintains an encumbrance system for tracking outstanding purchase orders and other
commitments for material or services not received during the year. Encumbrances at June 30, 2017 and
2016 were $84,676 and $44,739, respectively, which represents the estimated amount of expenses
ultimately to result if unperformed contracts in process at fiscal year-end are completed. Encumbrances
outstanding at June 30, 2017 do not constitute expenses or liabilities and are not reflected in these
combined financial statements. These balances as recorded are reflective of a substantial completion of
construction projects.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Significant estimates made by
management include depreciation of fixed assets, allowances for collectability of accounts, compensated
absences, and certain post-employment obligations. Actual results could differ from those estimates.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE A — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property Taxes — The County Treasurer serves as the tax collection agent for the College. Taxes are
levied based on assessed valuations as determined by the County Appraiser on a calendar year basis.
Under Kansas Statute, taxes are levied and become a lien on the property on November 1% in the year of
assessment and are revenue for the fiscal year the following June 30.

Property taxes are collected by the county treasurer, who remits to the College its’ respective share of the
collections. Taxes levied in one year become due and payable in two instaliments, generally on
December 20 and May 20, followed by major distributions to the College on approximately January 20
and June 5th. Smaller distributions are made to taxing units in March, May, September, and October
each year.

The tax rates for the fiscal year ended June 30, 2017 and 2016, per $100 of assessed valuation, are
reflected in the following table:

2017 Tax 2016 Tax

Fund v Levy Rate Levy Rate
General 25.075 25.075
Capital outlay 2.261 2.261
Total Mill Levy 27.336 27.336

Cash and Cash Equivalents - The College considers all highly liquid debt instruments purchased with a
maturity of three months or less to be cash equivalents. There were no cash equivalents as of June 30,
2017 and 2016.

Capital Assets - Capital assets are defined by the College as assets with initial, individual costs of more
than $5,000 and an estimated useful life in excess of two years. These assets generally include land,
works of art, buildings, improvements, equipment and vehicles. Purchases or constructed capital assets
are reported at cost or estimated historical cost. Donated capital assets are recorded at their estimated
fair value at the date of donation. The costs of normal maintenance and repairs that do not add to the
value of the assets or materially extend assets’ lives are not capitalized. Major outlays for capital assets
and improvement are capitalized as projects are constructed.

Capital assets subject to depreciation by the College are depreciated using the straight-line method over
the following useful lives (See Note C for further detail):

Assets Years
Building 40
Building improvements 15
Land improvements 10
Furniture 5
Computer technology 4

Capital assets not subject to depreciation include certain land, construction in progress, and works of art.

BE PoSTIfE
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE A — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories - The College bookstore maintains an inventory of textbooks and supplies, which are sold to
students, the general public, and other college bookstores. The inventory on hand at June 30, 2017 and
2016 was $854,660 and $1,186,104, respectively. This valuation is based on the lower of cost
(determined on first-in, first-out basis) or market.

Unearned Tuition and Fee Revenue - Tuition and fee revenue received and related to courses starting
after June 30, 2017 and 2016 have been deferred.

Net Position - Net position is presented in three major categories. The first is Invested in Capital Assets,
net of related debt, which represents the College’s equity in its property, plant, and equipment. The
second is Restricted while the third is Unrestricted.

Restricted net assets are funds that are limited in terms of the purpose and time for which the funds can
be spent. Restricted net assets are further categorized between expendable and nonexpendable.
Restricted expendable net assets are available to be spent by the College after externally imposed
stipulations have been fulfilled or after the passage of time. Restricted nonexpendable net assets are
endowments for which only the interest portion can be spent. The College has no restricted
nonexpendable net assets at June 30, 2017 and 2016.

Unrestricted net assets are available to the College for any lawful purpose. The College first applies
restricted sources when an expense or outlay is incurred for purposes for which both restricted and
unrestricted sources are available.

Compensated Absences - The College records a liability for employees’ vacation and sick leave earned,
but not taken. Employees are allowed to carry over a limited number of vacation and unlimited sick days
from year to year. At June 30, 2017 and 2016, the College had recorded a compensated absences
liability of $2,829,382 and $2,878,166, respectively.

Advertising - Advertising costs, which consist primarily of schedule and course offering advertising, are
included in supplies and other operating expenses and are expensed in the period the costs are incurred.
Advertising expenses for the years ended June 30, 2017 and 2016 were $385,906 and $374,088,
respectively. Advertising, generally, does not benefit future years.

NOTE B - CASH DEPOSITS AND INVESTMENTS

Cash and cash equivalents include deposits held at banks plus small amounts of cash maintained for
change funds. State statute, K.S.A. 12-1675, authorizes the College to invest in temporary notes, time
deposits, open accounts, certificates of deposit, repurchase agreements, the State of Kansas Municipal
Investment Pool (the Pool), or United States treasury bills or notes. At June 30, 2017 and 2016, the
carrying amount of the Colleges deposits was $18,831,905 and $16,579,249, respectively. The bank
balance at June 30, 2017 and 2016 was $20,359,201 and $17,653,524 respectively. The difference
between carrying amounts and bank balances primarily represent checks which have not cleared the
bank. The College had investments of $3,597,108 and $3,563,671 in certificates of deposits for the years
ended June 30, 2017 and 2016, respectively.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE B - CASH DEPOSITS AND INVESTMENTS (Continued)

Custodial Credit Risk — The College is subject to custodial credit risk, which is the risk that in the event of

a bank failure, an entity's deposits may not be returned. The College’s deposit policy for credit risk
requires depository banks to pledge qualified securities with a market value exceeding deposits in excess

of Federal Deposit Insurance Corporation (FDIC) coverage.

The College's cash and temporary

investments at June 30, 2017 and 2016 were secured by federal depository insurance and/or collateral
held by the College's custodial financial institution in the College's name.

NOTE C — CAPITAL ASSETS

Capital assets consist of the fqllowing categories at June 30, 2017 and 2016:

July 1, 2016 June 30, 2017
Beginning Ending
Balance Additions Retirements Balance
Capital Assets not being depreciated:
Land $ 1,105,094 $ - $ - $ 1,105,094
Construction in progress 921,802 65,978 (921,802) 65,978
Works of art 71,905 - - 71,905
Total Capital assets not
being depreciated 2,098,801 65,978 (921,802) 1,242,977
Capital Assets being depreciated:
Buildings 58,009,001 - - 58,009,001
Improvements 26,357,356 1,837,506 - 28,194,862
Equipment and vehicles 21,633,535 659,329 - 22,292,864
Total Capital Assets being
depreciated 105,999,892 2,496,835 - 108,496,727
Less Accumulated Depreciation (49,103,677) (4,120,057) - (53,223,734)
Capital Assets, net $58,995,016 ($1.557,244) $ (921,802) $ 56,515,970

B E
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE C — CAPITAL ASSETS (Continued)

July 1, 2015 June 30, 2016
Beginning Ending
Balance Additions Retirements Balance
Capital Assets not being depreciated:
Land $ 1,105,094 $ - $ - $ 1,105,094
Construction in progress 271,749 921,802 (271,749) 921,802
Works of art 71,905 - - 71,905
Total Capital assets not
being depreciated 1,448,748 921,802 (271,749) 2,098,801
Capital Assets being depreciated:
Buildings 58,009,001 - - 58,009,001
Improvements 25,655,356 702,000 - 26,357,356
Equipment and vehicles 21,084,719 548,816 - 21,633,535
Total Capital Assets being
depreciated 104,749,076 1,250,816 - 105,999,892
Less Accumulated Depreciation (44,843,277) (4,260,400) - (49,103,677)
Capital Assets, net $61,354,547 $2,087,782 $ (271,749) $ 58,995,016

NOTE D — REVENUE BONDS AND CERTIFICATES OF PARTICIPATION PAYABLE

The Refunding Certification of Participation, Series 2010 payable as of June 30, 2017, and 2016 consist
of the following:

2017 2016
Noncurrent revenue bonds payable $705,000 $1,045,000
Current portion 340,000 330,000
$1,045,000 $1,375,000

In August 2010, the College refinanced the Series 2004 bond issue with Lease Agreement Refunding
Certificates of Participation, Series 2010. The refinanced debt will retain the same maturity date as the
Series 2004 bond issue with final maturity of May 15, 2020 but with lower interest rate ranging from 2% to
3.125% resulting in a cash savings of $178,641. The refunding certificates of participation will continue to
be retired from a $5 student fee per credit hour.

The $21,798 cost of the Series 2010 refunding has been added to the unamortized balance of the
previous refunding of $531,667. The total of $553,465 is being amortized over the life of the new debt,
which is the same as the remaining life of the old bonds. The accumulated amortization amounted to
$624,309 and $591,119 at June 30, 2017 and 2016, respectively.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE D — REVENUE BONDS AND CERTIFICATES OF PARTICIPATION PAYABLE (Continued)

Future maturities of the Certificates of Participation Series 2010 are as follows:

Year Ended
June 30 Principal Interest Total
2018 $340,000 $ 30,950 $ 370,950
2019 345,000 21,600 366,600
2020 360,000 11,250 371,250

$1.045,000 $ 63,800 $1,108,800

NOTE E - COMMITMENTS AND CONTINGENCIES

Operating Leases - Property - The College maintains certain operating leases which are subject to an
annual appropriation by the College. These operating leases are related to housing and certain
educational facilities.

In April of 2017 the College entered into a lease agreement with the Leavenworth School District under
which the College agreed to use a building owned by the School District for the College’s technical
education programs. In lieu of paying rent, the College agreed to grant admission to the technical
education courses only to students who are enrolled in the Leavenworth School District without requiring
the payment of any tuition or course fees. Management would note that such tuition will be covered by
the State under KS Senate Bill 155. The Leavenworth facility previously used by the College was
vacated in the summer of 2017 and the non-technical education courses held at that facility were
transferred to the new Leavenworth facility.

The College subject to annual appropriation had continued its lease for classroom space in Kansas City,
Kansas for English as a Second Language (ESL) program in a strip shopping center on State Avenue
with monthly rents at $6,793 until September 30, 2016 at which time the College discontinued the lease.

The College, subject to annual appropriation, is also obligated to a 5 year lease with Royal Ridge to
provide apartments for student housing ending in July of 2017. Monthly rents for the year ended June 30,
2017 were $45,097. Subsequent to June 30, 2017, this lease was extended to June 30, 2018. Future
minimum lease commitments for the year ended June 30, 2018 are $541,164.

On October 14, 1999, the College leased 2,955 square feet of its space to the KBI (Kansas Bureau of
Investigation) for a crime lab. The term of the lease was for a 15-year period (180 months) and ends
October 13, 2015, with one lease payment of $5 plus reimbursement for renovation of the space in the
amount of $459,467 in the year ending June 30, 2000. There are no future lease payments under this
lease.

Operating Leases — Equipment - The College is the lessee for 58 photocopiers, all determined to be
operating leases; hence the copiers are not capitalized nor depreciated. All leases are for 60 months in
duration.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE E - COMMITMENTS AND CONTINGENCIES (Continued)

The future minimum lease commitments under these equipment leases are as follows:

Year Ending
June 30
2018 $ 68,243
2019 52,893
2020 40,752
2021 30,389
2022 12,724

$ 205,001

Capital Leases - December 1, 2010 the College issued Certificates of Participation Series 2010-B in the
amount of $25,940,000 for facility renovations to the new Technical Education Center, the Sports
Complex, the Performing Arts Center and other facility improvements. The obligation has a 15 year
maturity with payments beginning April 1, 2015 and a final payment due April 1, 2026. Interest will be
paid semiannually at rates varying from 3.00% to 4.125% beginning October 1, 2011 and a final payment
April 1, 2026. The College entered into 2 lease agreements with UMB Bank (which were subsequently
transferred to Security Bank of Kansas City), the provider of funds for the construction of improvements
and the purchase of equipment. The lease begins December 1, 2010 and shall terminate upon the full
payment of all rent payments which are in an amount to cover all payments due on the Certificates of
Participation Series 2010-B.

Capital lease obligations outstanding at June 30, 2017 and 2016 consist of the following:

Original

Amount 2017 2016
TEC building improvements and equipment —
Certificates of Participation, Series 2010-B capital
cost of $25,940,000, 3-4 .125% interest paid semi-
annual principal payments vary at approximately
$2,306,000 including interest through April, 2026 $25,940,000 $17,225,000 $18,840,000
Total Capital Lease Obligations — Series 2010-B $25940,000 $17.225,000 $18,840,000

The minimum lease commitments for capital lease obligations at June 30, 2017 are as follows:

Capital

Fiscal Year Principal Interest Leases
2018 $ 1,665,000 $ 630,387 $ 2,295,387
2019 1,715,000 576,511 2,291,511
2020 1,770,000 522,256 2,292,256
2021 1,830,000 461,956 2,291,956
2022 1,895,000 392,722 2,287,722
2023-2026 8,350,000 785,788 9,135,788
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE E — COMMITMENTS AND CONTINGENCIES (Continued)

The College has accounted for the transactions as capital leases and recorded the cost of the
improvements and equipment as assets and the corresponding obligations as liabilities.

In FY 2013, the College entered into the following Capital lease obligations outstanding at June 30, 2017
and 2016 consist of the following:

Original
Amount 2017 2016
TEC building improvements and equipment —
Certificates of Participation, Series 2013 capital
cost of $5,520,000, 2-4 % interest paid
annually principal and interest payments vary
at approximately
$352,000 to 518,000 through June, 2027 $ 5520,000 $4,130,000 $4,480,000
Total Capital Lease Obligations — Series 2013 $ 5,520,000 $ 4,130,000 $4,480,000

The minimum lease commitments for capital lease obligations at June 30, 2017 are as follows:

Capital

Fiscal Year Principal Interest Leases
2018 $ 360,000 $ 136,706 $ 496,706
2019 370,000 129,706 499,506
2020 380,000 118,506 498,406
2021 390,000 107,006 497,006
2022 400,000 95,306 495,306
2023-2027 2,230,000 262,656 2,492,656
$ 4,130,000 $ 849886 $ 4,979,586

The College has accounted for the transactions as capital leases and recorded the cost of the
improvements and equipment as assets and the corresponding obligations as liabilities.

In FY 2014, the College entered into the following Capital lease obligations outstanding at June 30, 2017
and 2016 consist of the following:

Criginal
Amount 2017 2016
TEC building improvements and equipment —
Certificates of Participation, Series 2014 capital
cost of $8,045,000, 3 - 4.00% interest paid semi-
annually, principal payments vary at approximately
$360,000 to $810,000 plus interest through
May , 2029 $ 8,045,000 $7,165,000 $ 7,555,000
Total Capital Lease Obligations — Series 2014 $ 8,045,000 $7,165,000 $ 7,555,000
B E

-24-




KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE E — COMMITMENTS AND CONTINGENCIES (Continued)

The minimum lease commitments for capital lease obligations at June 30, 2017 are as follows:

Capital
Fiscal Year Principal Interest Leases
2018 $ 415,000 $ 233,203 $ 648,203
2019 445,000 220,753 665,753
2020 475,000 207,403 682,403
2021 510,000 193,153 703,153
2022 540,000 177,853 717,853
2023-2029 4,780,000 716,498 5,496,498
$ 7,165,000 $1,748,863 $ 8,913,863
Loan Payable - Loan obligations as of June 30, 2017 and 2016 consist of the following:
2017 2016
Kansas Board of Regents (KBOR) Postsecondary
Educational institution loan, $4,610,975, interest free
with payments of $315,625 due December 1, 2009 and
$577,676 annually thereafter. Final principle payment is
due December 16, 2016. $ - $ 259,468
Less current portion of the loan obligation - -
Noncurrent loan obligation $ - $ 259,468

NOTE F - CONTINGENCIES

The College is party to various legal proceedings arising principally in the normal course of operations. In
the opinion of the administration, the outcome of these proceedings will not have a material adverse
effect on the accompanying financial statements and accordingly, no provision for losses has been
recorded.

NOTE G ~ RISK MANAGEMENT

The College is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; or acts of God.

The College pays an annual premium to The Accident Fund for workmen’s compensation insurance
coverage.

The College maintains commercial insurance for risks of loss not covered by The Accident Fund,
including property, general and automobile liability, public officials, errors and omissions, and employee
health and accident insurance. Settled claims have not exceeded commercial coverage in any of the past
three fiscal years.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE H ~ DEFINED BENEFIT PENSION PLAN

Plan Description - The College participates in the Kansas Public Employees Retirement System
(KPERS), a cost-sharing multiple-employer defined benefit pension plan as provided by K.S.A. 74-4901,
et seq; as defined in Governmental Accounting Standards Board Statement No. 67, Financial reporting
for Pension Plans. KPERS provides benefit provisions to statewide pension groups for State/School
Employees, Local Employees, Police and Firemen, and Judges under one plan. Those employees
participating in the pension plan for the College are included in the State/School employee group.

KPERS provides retirement benefits, life insurance, disability income benefits, and death benefits.
Benefits are established by statute and may only be changed by the General Assembly. Member
employees with ten or more years of credited service may retire as early as age 55 with an actuarially
reduced monthly benefit. Normal retirement is at age 65, age 62 with ten years of credited service, or
whenever an employee’s combined age and years of credited service equal 85 “points”.

Monthly retirement benefits are based on a statutory formula that includes final average salary and years
of service. When ending employment, member employees may withdraw their contributions from their
individual accounts, including interest. Member employees who withdraw their accumulated contributions
lose all rights and privileges of membership. The accumulated contributions and interest are deposited
into and disbursed from the membership accumulated reserve fund as established by K.S.A 74-4922. A
full copy of the KPERS Plan and related information may be obtained at WWW.KPERS.ORG or by
contacting 1-785-296-6166.

Member employees choose one of seven payment options for their monthly retirement benefits. At
retirement a member employee may receive a lump-sum payment of up to 50% of the actuarial present
value of the member employee’s lifetime benefit. His or her monthly retirement benefit is then
permanently reduced based on the amount of the lump sum. Benefit increases, including ad hoc post-
retirement benefit increases, must be passed into law by the Kansas Legislature. Benefit increases are
under the authority of the Legislature and the Governor of the State of Kansas. The retirement benefits
are disbursed from the retirement benefit payment reserve fund as established by K.S.A. 74-4922.

Funding Policy - K.S.A. 74-4919, as amended, establishes a three tier benefit structure. Tier 1 members
include active members hired before July 1, 2009. The member-employee contribution rate for Tier 1
members increased from 4% to 6% on January 1, 2016. Tier 2 members include active members hired
between July 1, 2009 and December 31, 2014. The member-employee contribution rate for Tier 2
members is 6%. Tier 3 members include those first employed in a KPERS covered position after January
1, 2016. The member-employee contribution rate for Tier 3 members is 6%. Member-employees’
contributions are withheld by their employer and paid to KPERS according to the provisions of Section
414(h) of the Internal Revenue Code.

Although KPERS administers one cost-sharing multiple-employer defined benefit pension plan, separate
actuarial valuations are prepared to determine the actuarial determined contribution rate by group. To
facilitate the separate actuarial valuations, KPERS maintains separate accounts to identify additions,
deductions, and fiduciary net position applicable to each group. The allocation percentages presented for
each group in the schedule of employer and non-employer allocations are applied to amounts presented
in the schedules of pension amounts by employer and non-employer.

The individual employer allocation percentages for the pension amounts were based on the ratio of the
employer and non-employer contributions for the individual employer in relation to the total of all employer
and non-employer contributions of the group.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE H — DEFINED BENEFIT PENSION PLAN (Continued)

Special Funding Situation — The employer contributions for the College, as defined in K.S.A. 74-4931 (2)
and (3), are funded by the State of Kansas on behalf of the College. Therefore, the College is considered
to be in a special funding situation as defined by GASB No. 68.

The Kansas City Kansas Community College employer rate, as contributed by the State of Kansas on
behalf of the College, was 10.81% for the fiscal 2017 year and 11.27% for the 2016 fiscal year.

The state of Kansas is treated as a non-employer contributing entity to KPERS and is required to
recognize its proportionate share of the net pension liability, deferred outflows of resources, deferred
inflows of resources, and expenses for the pension plan attributable to the College. At June 30, 2016 and
2015, the proportionate share of the net pension liability recognized by the State of Kansas that was
attributable to the College was $42,006,346 and $45,756,555, respectively.

Since the College does not contribute directly to KPERS there is no net pension liability or deferred
inflows or outflows to report in the College’s Statements of Net Position or the College’s Statements of
Revenues, Expenses and Changes in Net Position.

The State of Kansas contributes directly to KPERS on behalf of the College for the years ended June 30,
2017 and 2016, respectively. The payments made by the State of Kansas on behalf of the College have
been recorded as both revenues and expenses in the Statements of Revenues, Expenses and Changes
in Net Position.

The employees of the College contributed to the plan for the fiscal year ended June 30, 2017 and 2016
totaling $1,728,878 and $1,719,506, respectively. The contribution requirements and rates are
established by KPERS and are periodically revised.

NOTE | - OTHER POSTEMPLOYMENT BENEFITS

The College had adopted a policy, which was discontinued effective July 1, 2015, which provided certain
early retirement benefit options to eligible employees. The policy allowed applicable employees with at
least 15 years of full-time service to the College, or 10 years of current and consecutive full time service
at the College and 30 years’ service credit in KPERS, who were eligible to retire under KPERS with full or
reduced benefits, the option to retire early.

Benefits were computed at a maximum of 125% of final contract salary, paid annually at the lesser of: 1)
25% of their last annual salary (without overload, overtime, extra duty, etc.), or 2) the difference between
full social security benefits and the employee’s current eligible social security benefits, until 125% is paid
or the early retiree reaches the age of full social security benefits. The employee is limited to five
installments of this benefit.

In addition, the College also adopted an associated policy which expired at June 30, 2015 which will fund
certain continuing health insurance benefits to individuals meeting the above criteria. The College
sponsored plan was available to eligible early retired employees until 1) they become eligible for a
federally funded health care plan, 2) the employee acquires employment where the health insurance is
provided by the new employer, or 3) upon death of the early retired employee.
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June 30, 2017

NOTE | - OTHER POSTEMPLOYMENT BENEFITS (Continued)

The College has elected to fund these benefits on a pay-as-you-go basis. In addition, the College has
elected to record and report post-employment benefits related to certain employees of the College; which
met certain criteria while employed by the Kansas City Kansas School District as a result of an
agreement between the College and the Kansas City Kansas School District. These benefits aggregate
to $294,084 for the year ended July 30, 2017.

The following is a summary of estimated benefits at present value payable for eligible employees that
have taken early retirement as of June 30, 2017:

Payable on Fiscal Year Net Present Value
January 1, 2018 2017 $ 775167
January 1, 2019 2018 573,538
January 1, 2020 2019 429,048
January 1, 2021 2020 224,762
January 1, 2022 2021 149,708

Payable Thereafter 460,809
$2,613,032

NOTE J — STUDENT LOANS

The College provides Student Financial Aid as provided by the United States Department of
Education. Student financial aid includes certain loans to students who attend the College. For the
period ending June 30, 2017 and 2016 loan proceeds were recorded as federal grants and contracts
and subsequently expensed through scholarships and financial aid. For the period ending June 30,
2017, and 2016 these balances were recorded in the Student Loan Fund (Agency Fund).

Student loan activities for the respective periods are as follows:

2017 2016
Direct Subsidized Loans $2,630,271 $3,181,860
Direct Un-Subsidized Loans $2,515,038 $3,197,184
Direct PLUS Loans $ 30,078 $ 25,887

NOTE K — PRONOUNCEMENTS

The College was required to implement GASB Statement No. 68, Accounting and Financial Reporting for
Pensions, issued June 2016, which became effective for the College July 1, 2016. This Statement
replaces the requirements of GASB Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers, and GASB Statement No. 50, Pension Disclosures, as they relate to
governments that provide pensions through pension plans administered as trusts or similar arrangements
that meet certain criteria. The Statement requires governments providing defined benefit pensions to
recognize their long term obligation for pension benefits as a liability for the first time, and to more
comprehensively and comparably measure the annual costs of pension benefits. This Statement also
enhances accountability and transparency through revised and new note disclosures and required
supplementary information. Upon review and discussion with the Kansas Public Employees Retirement
System (KPERS) contributions made by the State on behalf of the College are reported and disclosed by
the State of Kansas. The College does not receive, record or report these balances. Additional
information regarding the Plan is included in Note H.

-28-



KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017
NOTE L — TAX ABATEMENTS

The Unified Government of Wyandotte County may provide certain property tax abatements to
encourage capital investment, employment opportunities and quality services for the benefit of the
community. Tax abatements are the result of an agreement between the Unified Government and an
outside party in which the Unified Government promises to forgo tax revenues and the outside party
promises to take specific actions that contributes to the economic development or benefits citizens of
the Unified Government. The issuances of these abatements are pursuant to Section 13 of Article 11
of the Kansas Constitution and K.S.A. 12-1740 et seq. and 79-201a. The Economic Development
Program “EDX” has the following criteria:

* Existence of Economic Benefit — The project must add to the local economy according to: capital
investment, producing value-added products and services, number of jobs created and associated
payroll, and whether the project provides a positive fiscal and economic impact.

o Type of Business — The project shall be of a nature that is desirable and stimulates the local
economy and improves the quality of life for its citizens.

o Compatibility with Adopted Plans — The project shall be consistent with the Unified Government
Comprehensive Plan, any applicable corridor plans, and other plans of the Unified Government
which may be relevant to the project.

o Excluded Business — The project may not be listed as prohibited by state law (K.S.A. 79-201a) or
otherwise listed as ineligible under the Unified Government Tax Abatement Policy.

e Maintaining Existing Tax Base — The amount of property taxes or special assessments on the
existing land and facilities shall under no circumstances be reduced for new development projects.

o Transfer of Ownership — The owner or lessee of any property that is all or partially exempt from ad
valorem taxes as the result of the Unified Government having granted the exemption shall obtain
the Unified Government written consent before transferring majority ownership of the property
unless the transfer is to an affiliate or a related entity.

During the 2016 calendar year the Unified Government reported $1,387,839 in taxes abated relative to
the College. Additionally, the College through its participation in the Neighborhood Revitalization Act;
managed by the Unified Government granted $391,366 in property tax rebates for the 2016 calendar
year.

NOTE M - SUBSEQUENT EVENTS

Subsequent events have been evaluated through November 14, 2017, the date the financial statements
were available to be issued.

NOTE N — KANSAS CITY KANSAS COMMUNITY COLLEGE FOUNDATION NOTES

Organization and Summary of Significant Accounting Policies

Kansas City Kansas Community College Foundation (the Foundation) was incorporated in
1977 under the state laws of Kansas and is located in Kansas City, Kansas. The Foundation’s
purposes are to solicit, receive, invest, manage and award monies toward achieving the goals
of the students and Kansas City Kansas Community College (the College) and to develop
alumni support for the College. Donors are typically located in the Kansas City metropolitan
area. During the year ended June 30, 2017, the Organization’s name was changed from
Kansas City Kansas Community College Foundation to Kansas City Kansas Communlty
College Foundation.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

NOTE N —~ KANSAS CITY KANSAS COMMUNITY COLLEGE FOUNDATION NOTES (Continued)

Organization and Summary Of Significant Accounting Policies (Continued)

Basis of Presentation — Financial statement presentation follows the recommendations of the
Financial Accounting Standards Board (FASB) in FASB ASC 958-210. Under FASB ASC
958-210, the Foundation is required to report information regarding its financial position and
activites according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets.

Unrestricted net assets are those currently available at the discretion of the Board for use in
the entity’s operations and those resources invested in land, buildings and equipment and
other property.

Temporarily restricted net assets are those which are stipulated by donors for specific
operating purposes, special projects, or for the acquisition or construction of land, buildings,
and equipment. The Foundation has chosen to show contributions whose restrictions are met
in the same reporting period as unrestricted support. The Foundation’s policy is to use
temporarily restricted funds first, before any unrestricted funds would be used for the restricted
purpose.

Permanently restricted amounts are those restricted by donors in perpetuity as endowments
or irrevocable trusts.

Property and Equipment —Property and equipment is recorded at fair value at the date of
acquisition. There was no property and equipment held at June 30, 2017 or 2016.

Cash Flows — For purpose of the statement of cash flows, the Foundation considers highly
liquid investments purchased with initial maturities of less than three months to be cash
equivalents.

Expense Allocation - The Foundation allocates its expenses on a functional basis among its program,
administrative, and fundraising activities. Administrative expenses include those expenses that are not
directly identifiable with any other specific function but provide for the overall support and direction of the
Foundation.

Estimates — The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and reported amounts of revenues and expenses. Actual results could differ from those
estimates.

Concentrations of Risk — During the years ended June 30, 2017 and 2016, one donor accounted for
approximately 34% and 41% of the contributions received, respectively. This donation is received from an
established trust fund, of which only the earnings less fees can be spent, and must be directed for
scholarship purposes at the College.

Income Taxes — The Foundation qualifies as tax exempt from federal income tax under Section 501(c)(3)
of the Internal Revenue Code.
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June 30, 2017

NOTE N — KANSAS CITY KANSAS COMMUNITY COLLEGE FOUNDATION NOTES (Continued)

Organization and Summary Of Significant Accounting Policies (Continued)

The Foundation recognizes the financial statement benefit of a tax position only after determining that the
relevant tax authority would more likely than not sustain the position following an audit. For tax position
meeting the more-likely-than-not threshold, the amount recognized in the financial statements is the
largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement with the
relevant tax authority.

The Foundation is subject to income tax regulations in the U.S. federal jurisdiction and certain state
jurisdictions. Tax regulations within each jurisdiction are subject to the interpretation of the related tax
laws and regulations and require significant judgment to apply. With few exceptions, the Foundation is no
longer subject to income tax examinations by the applicable tax authorities for the years before 2012. If
any were to be incurred, the Foundation’s policy is to record penalties and interest assessed by income
tax authorities as operating expenses

Date of Management's Review —~ In preparing the financial statements, the Foundation has evaluated
events and transactions for potential recognition or disclosure through November 7, 2017, the date that
the financial statements were available to be issued.

Fair Value Measurements

FASB ASC 820, Fair Value Measurements and Disclosures, provides the framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements).

The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Plan has the
ability to access.

Level 2  Inputs to the valuation methodology include

e quoted prices for similar assets or liabilities in active markets;

e quoted prices for identical or similar assets or liabilities in inactive
markets;

* inputs other than quoted prices that are observable for the asset
or liability;

e inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2
input must be observable for substantially the full term of the asset or
liability.

Level 3  Inputs to the valuation methodology are unobservable and SIgnlflcant
to the fair value measurement.
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NOTE N — KANSAS CITY KANSAS COMMUNITY COLLEGE FOUNDATION NOTES (Continued)

Fair Value Measurements (Continued)

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at June 30, 2017 and
2016.
e Money Market accounts are valued based on quoted prices for the
underlying securities assets or liabilities and are classified within Level 2 of
the fair value hierarchy.

e Equity securities are valued based on quoted prices for the underlying
securities assets or liabilities and are classified within Level 1 of the fair
value hierarchy.

e Fixed income securities are valued based on quoted prices for the
underlying securities assets or liabilities and are classified within Level 2 of
the fair value hierarchy.

The following table sets forth by level, within the fair value hierarchy, the Plan’s assets at fair value as of
June 30, 2017 and 2016.
Assets at Fair Value as of June 30, 2017

Total Level 1 Level 2 Level 3
Money markets $ 46,786 $ - $ 46,786 $ -
Fixed income securities 174,086 - 174,086 -
Equity securities 234,109 234,109 - -

$454,981 $234,109 220,872 $ -

Assets at Fair Value as of June 30, 2016

Total Level 1 Level 2 Level 3
Money markets $ 38,222 $ - $ 38,222 $ -
Fixed income securities 177,766 - 177,766 -
Equity securities 211,893 211,893 - -

427,881 $211,893 $215,988 $ -

Deposits Held for Others

The Foundation holds funds for various departments of the College. These funds are not controlled by
the Foundation, and the departments may request a withdrawal at any time.

Net Assets

Temporarily restricted net assets consisted of amounts contributed for specific scholarship programs. Total
temporarily restricted net assets totaled $555,478 and $491,975 at June 30, 2017 and 2016, ,
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June 30, 2017

NOTE N — KANSAS CITY KANSAS COMMUNITY COLLEGE FOUNDATION NOTES (Continued)

Net assets released from temporary donor restrictions, by incurring expenses satisfying the restricted

purpose, or by occurrence of events specified by the donors, totaled $270,674 and $235,376 at June 30,
2017 and 2016, respectively.

Permanently restricted net assets of $95,000 are restricted to investments in perpetuity at June 30, 2017
and 2016. It is the policy of the Kansas City Kansas Community College Foundation Board of Directors
to invest the Foundation’s scholarship funds in a wise and prudent manner. Funds will be invested to
create the best return while maintaining the security and availability of the funds for students for many
years to come. Investments will be reviewed yearly by the Board of Directors.

Functional Classification of Expenses

Certain costs have been allocated between areas benefited and are classified as follows at June 30:

2017 2016
Program $273,551 $286,858
Fundraising 19,403 59,292
Management and General 30,817 20,050
Total Expenses $323,772 $366,200

IN-KIND SERVICES

The Kansas City Kansas Community College provides office and management resources to the
Foundation. For the year ended June 30, 2017 and 2017 the Foundation recorded and reported $244,838

and $105,000 in resources received as in-kind services by the College limited to personnel costs expended
by the College.
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KANSAS CITY KANSAS COMMUNITY COLLEGE
SUPPLEMENTAL SCHEDULE OF COMPARISON OF
BUDGETARY EXPENDITURES WITH APPROPRIATIONS

Year Ended June 30, 2017

Current Funds:
Unrestricted
General
PTE
Adult Education
Adult Supplemental Education
Motorcycle Driver
Total

Auxiliary Enterprises
Total Unrestricted

Total Current Funds

Plant Funds:
Capital Outlay
Bond & Interest

Total Plant Funds
Total Current, Loan and Plant Funds

Legal (Over)

Budgetary Appropriations Under

Expenditures Budget Budget
$ 41,802,316 $ 54,534,568 $ 12,732,252
14,591,792 15,199,883 608,091
451,869 1,456,266 1,004,397
745,688 1,091,951 346,263
48,020 344,763 296,743
57,639,685 72,627,431 14,987,746
3,719,105 6,377,948 2,658,843
61,358,790 79,005,379 17,646,589
61,358,790 79,005,379 17,646,589
2,717,471 10,021,239 7,303,768
3,166,922 3,166,922 -
5,884,393 13,188,161 7,303,768
$ 67,243,183 $ 92,193,540 $ 24,950,357
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